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Dismissal Compensation for Employes 


When dismissing employes whose services for various 
reasons are not needed a considerable number of employers 
are now giving them some compensation to enable them 
better to offset the effects of the loss of their jobs. Ina 
recent survey the National Industrial Conference Board 
found 172 companies having 1,162,188 employes that have 
pursued this practice.’ 

Of the 172 companies 93 have formal plans for dismis- 
sal compensation. Of these 66 make graduated payments 
according to length of service or age or both combined 
and 27 make uniform payments. Of the remaining com- 
panies 60 have informal plans and 19 have discontinued 
their plans. 

Of the 93 companies having formal plans 51 were in 
manufacturing concerns, 21 in financial institutions, 10 in 
mercantile establishments, and 11 in public utilities. 

In 43 of the 66 companies having formal graduated com- 
pensation plans all employes are eligible, in 20 only sal- 
aried employes, and in three the wage earners only. 

In 45 of the 66 concerns compensation is given only for 
permanent dismissal while in the remainder it is granted 
for extended lay-offs as well. In a number of cases it 
includes discharges effected in order to eliminate misfits. 
One company regards such payments as penalties for poor 
selection. 


The minimum length of service required for eligibility 
to compensation in these 66 concerns varies from two 
months to 18 years but in 42.4 per cent of the concerns 
the period is one year or less, in 15 per cent from less 
than two to less than five years, in 13.6 per cent five years, 
and the remainder covers those with longer periods and 
those in which requirements were not specified. 

The most prevalent method of determining the amount 
of compensation paid is to multiply some portion of earn- 
ings by years of service. Another method is to establish 
groupings by length of service according to which workers 
receive variable numbers of weeks’ pay. Still another 
method is to take into account the age as well as the ser- 
vice record and increase the allowance = = older i ye 
For example, in one com a worker ears of age 
(4315) x 25 
and a service record of 25 years would get —— 
= 30 weeks’ pay. 


Of the 27 uniform payment plans 20 are restricted 


1F, Beatrice Brower, Dismissal Commpencotion. New York, 
National Industrial Conference Board, 1937. $1.00. 


chiefly to salaried workers. These plans put comparative- 
ly little stress on length of service and ordinarily only 
three or six months or a year is necessary for eligibility. 
In the 60 companies having informal compensation plans 
the award of compensation is discretionary with the man- 
agement and both long service and recognized need are 
ordinarily requisites to eligibility. 

Twenty-five of the 66 companies having formal gradu- 
ated plans were able to furnish information on the amounts 
paid out to dismissed employes from 1930 to 1936. In 
March, 1937, these 25 companies employed 193,926 work- 
ers. During 1930-1936 they dismissed 12,180 employes 
and paid them a total of $5,286,820. The average amount 
of compensation per worker ranged during the various 
years from $374 to $545 and the average for the whole 
period was $434. 

About two thirds of the companies having graduated 
dismissal compensation plans and, with one exception, all 
of those with uniform payment plans, paid the separation 
allowance in a lump sum. The policy behind the lump sum 
payment is to make the employe feel that there has been 
a definite termination of his services with no expectation 
of re-employment. On the other hand 11 companies paid 
compensation in weekly or semi-monthly installments 
while three companies paid a lump sum if the amount was 
small but paid in installments if the sum was substantial. 

About half the companies having graduated plans and 
one fourth of those with uniform payment plans gave the 
dismissed employes an additional amount equivalent to 
earned vacation while five companies gave it only if the 
dismissal took place within the usual vacation period. 

In order to avoid dismissals as far as possible some 
companies cease hiring new workers in anticipation of the 
installation of labor saving equipment. Some transfer sur- 
plus workers to other departments or plants. Some retire 
workers when eligible for pensions or in the case of em- 
ployes who have given long years of service but are in- 
eligible for a pension retire them on a special allowance. 
A number of companies have endeavored to secure place- 
ments for discharged employes by canvassing other com- 
panies for possible openings. 

Tue Rarroap Inpustry PLAN 


The outstanding instance of dismissal compensation 
negotiated between unions and their employers is found 
in the railroad industry. The agreement which runs five 
years (to 1941) pertains to transfers and dismissals as 
the result of mergers and consolidations. An employe 
transferred to work paying less than his former position 
is compensated for the difference for a period not to ex- 
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ceed five years unless through promotion he receives a 
wage equal to or greater than his previous wage. 

Employes dismissed receive monthly compensation equal 
to 60 per cent of their average monthly earnings for the 
previous 12 months according to their length of service. 
The length of service classes vary from one but less than 
two years, for which a worker receives six months’ com- 
pensation, to 15 years and over, for which a worker re- 
ceives 60 months’ compensation. 

Employes eligible for these benefits, but who have not 
been dismissed, may resign and in lieu of dismissal bene- 
fits receive in a lump sum a separation allowance varying 
from three months’ pay for those who have completed one 
but less than two years’ service to 12 months’ pay for those 
who have completed 15 years’ service and over. Those 
who have served less than one year receive five days’ pay, 
at the rate of the position last occupied, for each month 
in which they worked. 

It is also agreed that employes who, because of mergers 
or consolidations, are transferred and required to change 
their places of residence shall be reimbursed for their ex- 
penses and losses entailed, such as the loss suffered from 
having to sell their homes for less than their fair value. 

In view of the fact that provisions are being made for 
unemployment insurance and old age pensions the ques- 
tion arises whether these provisions will cause the com- 
panies to abandon dismissal compensation. Nearly 50 
per cent of the companies having graduated plans stated 
that no changes would be made in their plans as the result 
of unemployment and old age pension laws. On the other 
hand an equal number indicated that no decision had been 
reached on the matter. The consensus seems to be that 
unemployment benefits are not a substitute for dismissal 
compensation, particularly for the long-service employe. 
This seems to be a sound conclusion because unemploy- 
ment benefits extend over only a relatively short period 
and dismissal because of technological and organizational 
changes leaves little or no prospect that an employe will 
be re-hired in the same concern. In contrast, when a 
worker is unemployed because of a fluctuation in business 
he may expect to be re-hired as soon as business picks up. 
One large concern’s conception of dismissal allowances is 
that “they discharge a moral obligation and as such this 
obligation is not liquidated by the payment of unemploy- 
ment compensation.” 


Employment on PWA Construction 1933-1937 


The record of the cumulative effects of expenditures for 
public works from July, 1933, to June, 1937, on employ- 
ment and business has been prepared by the Division of 
Construction and Public Employment of the Public Works 
Administration. It provides striking proof that such ac- 
tivities have contributed greatly to improvement of busi- 
ness during that period. 

During these four years the value of the contracts 
awarded amounted to $3,674,243,875 of which $1,705,- 
796,600 represented federal construction projects, or 46.4 
per cent, and $1,968,447,276, non-federal projects. 

Building construction (the largest item) accounted for 
$1,197,183,257, or 32.6 per cent, of the value of the con- 
tracts awarded. Of this amount $186,273,197 was for 
federal construction and $1,010,910,000 was for non- 
federal projects which included $88,602,456 for low-cost 
housing projects. The largest item for federal construc- 
tion was $600,313,217 for public roads, while $98,919,357 


1 Monthly Labor Review, January, 1938. 


was for non-federal road building. The contracts for street 
and road construction were valued at $41,324,684 on fed- 
eral construction projects and at $104,850,686 on non- 
federal projects. 

The easiest criterion for measuring the success of any 
program for creating employment is the volume of direct 
employment and pay-roll disbursements. Pay-roll dis- 
bursements on construction projects financed by the PWA 
amounted to $959,898,000 of which $551,978,000 was paid 
on federal projects and $407,920,000 on non-federal proj- 
ects. The number of man-hours worked totaled 1,423,- 
183,090 of which 888,240,420 was on federal projects and 
534,942,670 on non-federal projects. 

The pay-roll disbursements ($959,897,748) plus the 
value of orders placed for materials ($1,708,685,535) 
amounted to $2,668,583,000 of which the pay-rolls con- 
stituted 36 per cent and the materials 64 per cent. Mate- 
rials for federal projects absorbed $839,164,430 and for 
non-federal projects $869,521,105. On every type of 
project, with the exception of forestry work, the value of 
orders placed for materials exceeded pay-roll disburse- 
ments, reaching 75.2 per cent in railroad shop work. 

“A study of the relative costs on 1,161 completed non- 
federal PWA building-construction projects showed that 
labor at site received 28.5 per cent ; material, 54.9 per cent ; 
and overhead and profit, 16.6 per cent of the value of 
contracts awarded ($140,952,000). On 490 completed 
street and road projects the value of contracts awarded 
totaled $46,315,000, of which 25.6 per cent went to site 
labor, 50.4 per cent for material, and 24.0 per cent for 
overhead and profit. Labor at the site, material, and 
overhead and profit received 25.6 per cent, 55.4 per cent, 
and 19.0 per cent, respectively, of the $88,321,000 worth 
of contracts awarded for 1,144 completed water and sew- 
erage projects.” Thus it is evident that contractors re- 
— relatively liberal percentages for overhead and 
profit. 

Orders for material benefited virtually all manufactur- 
ing and transportation industries. The effect of this is 
indicated by the fact that “approximately 1,423,183,000 
man-hours of direct labor were worked at the site and 
790,909,000 man-hours of labor were created in the final 
fabrication of the materials used. Assuming that a man- 
year of employment is 2,000 hours of work, these direct 
and indirect man-hours are equivalent to furnishing 
1,107,000 men full-time employment for one year. For 
every hour of direct labor on non-federal PWA projects, 
it is estimated that 2.5 man-hours of work were provided 
away from the site of construction in the production of 
raw materials, fabrication, and distribution of construction 
materials and in administration. 


“This ratio varies with the type of project. On water 
projects, for example, it was found that for every hour of 
labor at the site, 2.3 hours of off-site labor were required. 
An analysis of six completed power and light plants con- 
structed from funds provided by the Public Works Ad- 
ministration showed that for every man-hour worked at 
the site, 4.4 man-hours’ employment was required away 
from the site.” 


It should be pointed out also that the wages paid enabled 
the workers to purchase commodities of all industries 
catering to consumers. The economic effect of this buying 
power it would be impossible to trace or estimate. It is 
contended in many quarters that reduction in federal ex- 
penditures has been an important factor in causing the 
present recession in business. 
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Labor Regulations in Germany 


The changed status of labor under the present govern- 
ment in Germany is a striking illustration of the character 
of the limitations placed upon the liberties of a large part 
of the population. 

The efforts to combat the Marxian doctrine of class- 
struggle have taken a different turn than those made under 
the labor policy of prewar Imperial Germany. During the 
period 1878-1890 the government sought to undermine 
revolutionary tendencies by attacking many of the causes 
of discontent. To this end it resorted to social legislation 
providing safety and health measures, factory inspection, 
and various forms of social insurance. 

At the end of the war, in Republican Germany, a labor 
agreement was made in which employers recognized labor 
unions as the representatives of the workers and which 
established minimum wages. The workers’ right to organ- 
ize, to bargain collectively and to strike was incorporated 
in 1919 in the German Constitution. Legalized collective 
agreements regulated wages, hours, and working condi- 
tions. 

When the National Socialist Government came into 
power it insisted that harmony of interests must replace 
conflict of interests. Under the resulting setup each indus- 
trial or trade establishment must act as an organic entity 
and an employer and his employes must work together 
for the interests of the state. This is called the Labor 
Front. The employer is the “leader” of the enterprise and 
the workers are his followers. 


One set of regulations pertaining to “shop rules,” hours 
of work, methods of wage payment, dismissals, etc., is 
made and issued by the employer. The workers may ex- 
press their attitude toward the regulations by secret ballot. 
If they disagree with the regulations either the workers or 
the employer may bring the case to the attention of the 
“labor trustee,” an official of the government. The trus- 
tee is the court of last resort. He can overrule any deci- 
sion of the employer and can even dismiss him from his 
position as leader, that is, from the management of his 
own enterprise. ‘“The theory of National Socialism is that 
the only employer in Germany is the German state and that 
no private interest is sacred if it conflicts with the interest 
of the nation as a whole. What is or is not in the interest 
of the nation is determined by the government; that is, 
by the National-Socialist Party. Neither the employers 
nor the workers can refuse to carry out an order of the 
state, no matter how contrary it may be to their individual 
interests.” 

The labor trustees may also make and apply labor 
regulations to a group of establishments, to an entire in- 
dustry, or to a group of related industries in a given dis- 
trict or in a number of districts. Such regulations have 
replaced collective agreements and they cover wages, 
hours, vacations, dismissals, and other labor conditions. 

The German state is divided into 13 industrial and trade 
regions in each of which is a labor trustee appointed by 
the government. These trustees are the regional chiefs 
of the Ministry of Labor. They must maintain industrial 
peace. Strikes and lockouts are prohibited. The trustees 
can supervise the appointment of the advisory shop coun- 
cils composed of workers. They can approve or remove 
the members of these councils, approve or disapprove 
establishment regulations and supervise their administra- 


1Vasco Trivanovitch, Economic Development 


of Germany 
Under National Socialism, p. 1. 
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tion, lay down minimum labor conditions, and fix mini- 
mum wage rates. 

The labor trustee must appoint an advisory council of 
experts from the various branches of industry in his ter- 
ritory. Three fourths of its members must be selected 
from candidates submitted by the Labor Front and there 
must be approximately equal numbers of employers and 
of members of advisory establishment councils. One 
fourth of the experts may be selected from among persons 
whom the trustee regards as suitable for the position. 

The labor trustee must cooperate with the Social Court 
of Honor in his district. This court consists of one fed- 
eral judge, one leader of an establishment and one repre- 
sentative of an advisory shop council. Offenses against 
social honor are abuse of power by a person in a super- 
visory position, exploiting the laborers (his followers) or 
wounding their sense of honor; endangering industrial 
peace or interfering in the conduct of business ; repeatedly 
making unjustifiable complaints or disobeying the written 
instructions of the trustee; and revealing confidential in- 
formation or technical or business secrets. 

The trustee must receive notification in writing of of- 
fenses against social honor committed by an employer or 
a worker. The trustee investigates the matter, hears the 
accused and decides whether the offense is grave enough 
to warrant bringing the case to the court. If he decides 
to submit the case to the court he files a statement show- 
ing the results of his investigation and asks the court to 
take action. The chairman of the court (federal judge) 
may disallow the application as unjustifiable. The trustee 
may then apply to the full court for a decision. If the 
chairman finds that an offense has been committed he may 
impose as a penalty a warning, a reprimand, or a fine not 
to exceed 100 RM. Either the accused or the trustee may 
appeal the chairman’s decision to the full court which may 
prescribe a warning, a reprimand, a fine not to exceed 
10,000 RM, disqualification (if the accused is a leader or 
member of an advisory shop council), or removal from 
the position held by the accused in the establishment. 

An appeal may be taken to the Federal Court of Honor 
in Berlin which consists of two judges of the higher courts, 
an employer, a representative of an advisory shop council, 
and one more person representing the federal government. 

The purpose of these courts is not to build up a body 
of legal precedents but to bring about compliance with the 
policy of the government in making industry and the par- 
ties in it serve the purposes of the state as defined by 
those in power. 

The National Socialists do not want the state to com- 
pete with private enterprise, which is allowed to seek profit 
as long as it does not interfere with the government’s pro- 
gram. However, prohibition of strikes and lockouts and 
removal of an employer from the management of his own 
enterprise are drastic limitations on what are ordinarily 
considered liberties of employes and employers. The gov- 
ernment can also prohibit investment of capital in certain 
industries if their growth is not considered desirable and 
if capital is more needed elsewhere. It can limit the 
amounts of profits to be paid out and control the use of 
surpluses. The government allocates the amount of raw 
materials to be used by the various industries and indi- 
vidual enterprises. It fixes prices, rates of interest, the 
volume and the distribution of credit, and, in the final is- 
sue, wages. Obviously such restrictions make great in- 
roads on the institution of private property and the con- 
duct of business for profit. 
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The Social Courts of Honor are devised to deal with 
all those who are “anti-social,” “immoral,” or “dishonor- 
able” which means all those who are opposed to the regime. 
Exclusion from the Labor Front means unemployment for 
the worker and a serious blow if not complete ruin for an 
employer. That employers have come in for discipline is 
indicated by the fact that in 1935 of 204 cases before the 
Social Honor Courts employers were the defendants in 
164 cases. In 34 cases they were accused of exploiting 
labor through low wages, unwholesome working and liv- 
ing conditions, and refusal of vacations. In 95 cases they 
were accused of violating their employes’ honor through 
manhandling or insults. Five workers were found guilty 
of endangering working peace. 

Further indication of employer opposition to growing 
government control of German economy is found in an 
editorial in the Essener National Zeitung, General Goer- 
ing’s mouthpiece, which calls for better cooperation be- 
tween business and government officials by warning that 
“the more self-discipline business is able to produce, the 
less will the state be compelled to enforce discipline.” 
Furthermore, “The age of free interplay of forces within 
the German economy is gone. It has been replaced by the 
age of state business direction. It is idle to talk about 
whether this development is pleasant or unpleasant from 
the business standpoint. There is no business standpoint 
any more; there is only the standpoint of the general 
welfare. 

“The free interplay of forces in the old sense will not 
return. There is no use therefore for German entrepre- 
neurs to squint backward with one eye at this vanished 
state ; rather it is necessary to pin both eyes on the prob- 
lems of today and tomorrow, to take things in hand and 
to master them.” ? 


Summer Travel Study Tours 


During the coming summer a limited and selected group 
will travel abroad for informal study of social change in 
the four countries (Italy, Turkey, U.S.S.R. and Germany) 
where since the War it has been most striking. 

Leaving New York on June 29 under the leadership of 
Professor Goodwin Watson of Teachers College, Colum- 
bia University, the party will visit Paris, Geneva and 
Rome. A brief Mediterranean voyage will bring them to 
Istanbul. (A visit to Athens, en route Istanbul, is con- 
templated). By Soviet steamer they will proceed to Odessa 
and Sevastopol, by bus to Yalta, by steamer again to 
Anapa, Novorossisk and other Caucasian ports. Batumi 
in Transcaucasia and Tiflis will be visited, also Rostov and 
Kaharkov, and finally Moscow. 

Crossing Poland the party will reach Berlin, then Am- 
sterdam and Rotterdam, to Harwich and London. They 
will arrive in New York on September 2 having spent 
nine busy weeks, covering 15,000 miles, at a cost of $837. 
The cost covers all but minor personal items and accom- 
modations, usually third class, will be satisfactory, not 
luxurious. 

Further details may be secured from Professor Watson. 

Pocono Study Tours Inc., 545 Fifth Avenue, New York, 
a cooperative travel bureau, has arranged a tour to study 
cooperation in certain European countries where it is 
highly developed, and to observe the social, economic and 
cultural life of these lands. The leader will be the Rev. 


2 Quoted in New York Times, January 11, 1938. 


James Myers, industrial secretary of the Federal Council 
of Churches. The relation of religious idealism, and also 
of the labor movement to cooperatives will be noted. The 
group will hear outstanding leaders of cooperatives, organ- 
ized labor, and religion speak and will have plenty of op- 
portunity for question and discussion. In Paris, Geneva, 
Oetz, Innsbruck, Munich, Berlin, Stockholm, Elsinore, 
and London all types of cooperative enterprises will be 
visited, as well as folk schools, and projects in adult and 
workers’ education. Plenty of time will be allowed also 
for sightseeing. 

The group will sail from New York on July 9, and 
from Southampton reaching New York August 28. The 
cost of $627 includes third class steamship transportation 
and all but personal items and American passport. De- 
tails may be secured from the office of the Tours. 

“Cooperative Conference Tours” to Nova Scotia, Au- 
gust 7-19 and August 15-27, 1938, are being arranged 
by Rev. J. Henry Carpenter, 285 Schermerhorn Street, 
Brooklyn. These are sponsored by the Cooperative League 
of the U. S. A. The 1938 conferences and field trips are 
being planned for the purpose of studying the adult educa- 
tion activities of St. Francis Xavier University, credit 
unions, cooperative stores, cooperative lobster factories, 
etc. A very successful tour was conducted in 1937. 


The Daily Worker and Religion 


The Daily Worker, published in New York, which car- 
ries on its masthead the words “Central Organ, Com- 
munist Party, U.S.A. (Section of Communist Interna- 
tional)” has during the period February 23-March 1 pub- 


lished five articles and an editorial on religion. The edi- | 


torial dealt with the manifesto signed by 170 Protestant 


clergymen in New York, warning against anti-Semitism. | 


One of the articles describes the latest news letter of the 
Catholic Association for International Peace entitled 
“Crisis in the Far East.” The other articles described 
—. ‘ane in the national program of the 


“Advertisement and Opinion” 


“A page advertisement which appeared in last week’s 
Spectator and a few other papers is the subject of a rather 
curious controversy. The advertisement, which was in- 
serted by the British Medical Association, asked the ques- 
tion, Is All Milk Safe to Drink?, and returned the answer 
that only pasteurized milk is really safe. A large number 
of newspapers have declined to insert this advertisement, 
on the ground that it would alarm the milk-drinking pub- 
lic and so conflict with the efforts of the Milk Marketing 
Board—which, incidentally, is a fairly large advertiser 
itself. The reasoning is hard to follow, unless what is 
meant is that to accept the one advertisement might in- 
volve the risk of losing the other. That may possibly be 
the case, and this journal and others may suffer to that 
extent. But no adequate ground for refusing the B.M.A. 
advertisement reveals itself. The B.M.A. is completely 
disinterested — doctors are not milk-vendors — and con- 
cerned simply with the public health. The medical view 
being that epidemics and individual illnesses can be 
avoided by the use of pasteurized milk the doctors are 
doing a public service in making that view, honestly held, 
whether right or wrong, publicly known.” (The Specta- 
tor, London, January 28, 1938.) 


(Printed in U. S. A.) 
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